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BEFORE THE

PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA

DOCKET NO. 2001-209-C

BELLSOUTH )
TELECOMMUNICATIONS, INC. - )
APPLICATION TO PROVIDE IN-REGION)
INTERLATA SERVICES PURSUANT TO )
271 TELECOMMUNICATIONS ACT OF )
1996—SIX-MONTH REVIEW )

BELLSOUTH TELECOMMUNICATIONS, INC. 'S
NOTICE OF FILING A REVISED INCENTIVE PAYMENT PLAN

In Order No. 2004-100, dated March 10, 2004 ("the Review Order" ), the Public

Service Commission of South Carolina ("the Commission" ) made certain rulings

regarding the South Carolina performance measurement plan for BellSouth, known as the

Incentive Payment Plan ("IPP"). In the Review Order, the Commission ordered, among

other things, a revised method of calculating IPP payments. BellSouth moved for

reconsideration of this aspect of the Review Order, asserting, among other things, that the

Commission's decision to revise the IPP remedy calculation methodology was not

supported by evidence in the record of this proceeding. In Order No. 2004-257, dated

May 14, 2004, the Commission denied BellSouth's Motion for Reconsideration and

reaffirmed its decision regarding IPP payments.



BellSouth has revised the IPP in accordance with the Review Order.

Accordingly, BellSouth respectfully submits herewith as Exhibit "A" an IPP South

Carolina Administrative Plan, dated July 1, 2004, that complies with the Review Order.

Respectfully submitted, this 28th day of June, 2004.

BELLSOUTH TELECOMMUNICATIONS, INC.

Patrick W. Turner
Suite 5200
1600 Williams Street
Columbia, South Carolina 29201
(803) 401-2900

542632

R. Douglas Lackey
Robert A. Culpepper
675 W. Peachtree Street, Suite 4300
Atlanta, Georgia 30375
(404) 335-0481
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Administrative Plan

Scope

This Attachment includes Service Quality Measurements ("SQM") with corresponding
Incentive Payment Plan ("IPP")applicable to this Agreement.

All exhibits referred to in this plan are located on the BellSouth Performance Measurement
Reports website at: htt s:// ma .bellsouth. com

1.2 Reporting

In providing services pursuant to this Agreement, BellSouth will report its performance to
each CLEC in accordance with BellSouth's SQMs and applicable IPPs, which are posted on
the Performance Measurement Reports website.

BellSouth will make performance reports available to each CLEC on a monthly basis. The
reports will contain information collected in each performance category and will be available
to each CLEC via the Performance Measurements Reports website. BellSouth will also
provide electronic access to the raw data underlying the SQMs.

Preliminary SQM reports will be posted on the Performance Measurements Reports website
by 8:00 A.M. EST on the 21st day of each month or the first business day after the 21st for
the previous month's performance. Final validated SQM reports will be posted by 8:00A.M.
EST on the last day of the month. SQM reports not posted by this time will be considered
late for IPP purposes.

Preliminary IPP reports will be posted on the Performance Measurements Reports website by
8:00 A.M. EST on the last day of each month or the first business day after the last day of the
month for the previous month's performance. Final validated IPP reports will be posted on
the 15th of the month, following the final validated SQM report.

1.3 Modifications to Measurements

1.3.1 Service Quality Measurements

BellSouth will review the SQMs semi-annually. All modifications to the SQMs will be
approved by the Commission. Each CLEC may provide input to BellSouth regarding any
suggested additions, deletions or other modifications to the SQMs. BellSouth will provide
notice of all changes to the SQMs via the Performance Measurement Reports website.

South Carolina IPP Administrative Plan
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Notwithstanding the foregoing, BellSouth may, from time to time, be ordered by a regulatory

or judicial body to modify or amend the SQMs. BellSouth will make all such changes to the

SQMs pursuant to the Modification of Agreement Section of the General Terms and

Conditions of the each CLECs Interconnection Agreement, incorporated herein by reference.
Nothing herein shall preclude either party from participating in any proceeding involving
BellSouth's SQMs or from advocating that those measurements be modified from those
contained herein.

Notwithstanding any other provision of this document, in the event a dispute arises regarding
the modification or amendment of the SQMs, the parties will refer the dispute to the
Commission.

1.3.2 Incentive Payment Plan and Statistical Test

In order for BellSouth to accurately administer Enforcement Mechanisms, the IPPs shall be
modified or amended only if BellSouth determines such modification or amendment is
necessary. However, BellSouth will not delete any effective IPP without prior written
consent of the Commission. BellSouth will notify each CLEC of any such modification or
amendment to the IPPS via the Performance Measurement Reports website.

Notwithstanding the foregoing, BellSouth may, from time to time, be ordered by a regulatory
or judicial body to modify or amend then IPPs and/or Statistical Test. BellSouth will make all
such changes to the IPPs and/or Statistical Test pursuant to Modification of Agreement
Section of the General Terms and Conditions of each CLECs Interconnection Agreement,
incorporated herein by reference. Nothing herein shall preclude either party from
participating in any proceeding involving the IPPs and/or Statistical Test or from advocating
that those measurements or test be modified from those contained herein.

Notwithstanding any other provision of this document, in the event a dispute arises regarding
the modification or amendment of the IPPs and/or Statistical Test, the parties will refer the

dispute to the Commission.

'1.4 Enforcement Mechanisms

1.4.1 Definitions

Enforcement Measurement Elements —the performance measurements identified as IPP
measurements in the SQM.

Enforcement Measurement Benchmark —a competitive level of performance negotiated by
BellSouth used to evaluate the performance of BellSouth and each CLEC where no
analogous retail process, product or service is feasible.

Enforcement Measurement Compliance —comparing performance levels provided to
BellSouth retail customers with performance levels provided by BellSouth to the CLEC

South Carolina IPP Administrative Plan



South Carolina IPP Exhibit PM-23 Administrative Plan

customer.

Test Statistic and Balancing Critical Value —the means by which enforcement will be
determined using statistically valid equations. The Test Statistic and Balancing Critical Value
are set forth in Exhibit D located on the Performance Measurements Reports website (labeled
Appendix D attached), incorporated herein by this reference.

Cell —a grouping of transactions at which like-to-like comparisons are made. For example,
all BellSouth retail POTS services, for residential customers, requiring a dispatch in a
particular wire center, at a particular point in time will be compared directly to each CLEC
resold services for residential customers, requiring a dispatch, in the same wire center, at a
particular point in time. When determining compliance, these cells can have a positive or
negative Test Statistic. See Exhibit C located on the Performance Measurements Reports
website (labeled Appendix C attached), incorporated herein by this reference.

Affected Volume —that proportion of the total impacted each CLEC volume or CLEC
Aggregate volume for which remedies will be paid.

Delta —a measure of the meainingful difference between BellSouth performance and CLEC
performance. For individual CLECs the Delta value shall be 1.0 and for the CLEC aggregate
the Delta value shall be 0.5.

Parity Gap —refers to the incremental departure from a compliant-level of service. This is
also referred to as "diff' in the Statistical paper located at Exhibit C located on the
Performance Measurements Reports website (labeled Appendix C attached), incorporated
herein by this reference.

Tier-1 Enforcement Mechanisms —self-executing liquidated damages paid directly to each
CLEC when BellSouth delivers non-compliant performance of any one of the Tier-1
Enforcement Measurement Elements for any month as calculated by BellSouth.

Tier-2 Enforcement Mechanisms —Assessments paid directly to the Commission or its
designee. Tier 2 Enforcement Mechanisms are triggered by three consecutive monthly
failures in which BellSouth performance is out of compliance or does not meet the
benchmarks for the aggregate of all CLEC data as calculated by BellSouth for a particular
Tier-2 Enforcement Measurement Element.

Application —The Enforcement Mechanisms set forth in this section shall only become
effective upon an effective FCC order, which has not been stayed, authorizing BellSouth to
provide interLATA telecommunications services under section 271 of the Act within a
particular state and shall only apply to BellSouth's performance in any state in which the
FCC has granted such interLATA authority.

The application of the Tier-1 and Tier-2 Enforcement Mechanisms does not foreclose other
legal and regulatory claims and remedies available to each CLEC.

Payment of any Tier-1 or Tier-2 Enforcement Mechanisms shall not be considered as an
admission against interest or an admission of liability or culpability in any legal, regulatory
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or other proceeding relating to BellSouth's performance. The payment of any Tier-1
Enforcement Mechanisms to each CLEC shall be credited against any liability associated
with or related to BellSouth's service performance.

It is not the intent of the Parties that BellSouth be liable for both Tier-2 Enforcement
Mechanisms and any other assessments or sanctions imposed by the Commission. Each
CLEC will not oppose any effort by BellSouth to set off Tier-2 Enforcement Mechanisms
from any additional assessment imposed by the Commission.

Each CLEC acknowledges and argues that the Enforcement Mechanisms contained in this
attachment have been provided by BellSouth on a completely voluntary basis in order to
maintain compliance between BellSouth and each CLEC. Therefore, each CLEC may not use
the existence of this section or any payments of any Tier-1 or Tier-2 Enforcement
Mechanisms under this section as evidence that BellSouth has not complied with or has
violated any state or federal law or regulation.

1.4.2 Methodology

Tier-1 Enforcement Mechanisms will be triggered by BellSouth's failure to achieve

applicable Enforcement Measurement Compliance or Enforcement Measurement
Benchmarks for each CLEC for the State for a given Enforcement Measurement Element in a
given month. Enforcement Measurement Compliance is based upon a Test Statistic and
Balancing Critical Ualue calculated by BellSouth utilizing BellSouth generated data. The
method of calculation is set forth in Exhibit D located on the Performance Measurements
Reports website (labeled Appendix D attached), incorporated herein by this reference.

Tier-1 Enforcement Mechanisms apply on a per transaction basis for each negative cell
and will escalate based upon the number of consecutive months that BellSouth has

reported non-compliance.

Fee Schedule for Tier-1 Enforcement Mechanisms is shown on the Performance
Measurement Reports website in Table-1 of Exhibit A (labeled Appendix A attached),
incorporated herein by this reference. Failures beyond Month 6 will be subject to Month
6 fees.

Tier-2 Enforcement Mechanisms will be triggered by BellSouth's failure to achieve

applicable Enforcement Measurement Compliance or Enforcement Measurement
Benchmarks for the State for given Enforcement Measurement Elements for three

consecutive months based upon a statistically valid equation calculated by BellSouth
utilizing BellSouth generated data. The method of calculation is set forth in Exhibit D located
on the Performance Measurements Reports website (labeled Appendix D attached),
incorporated herein by this reference.

Tier- 2 Enforcement Mechanisms apply, for an aggregate of all CLEC data generated by
BellSouth, on a per transaction basis for each negative cell for a particular Enforcement
Measurement Element.
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Fee Schedule for Total Quarterly Tier-2 Enforcement Mechanisms is shown on the
Performance Measurement Reports website in Table-2 of Exhibit A (labeled Appendix A
attached), incorporated herein by this reference.

1.4.3 Payment of Tier-1 and Tier-2 Amounts

If BellSouth performance triggers an obligation to pay Tier-1 Enforcement Mechanisms to
each CLEC or an obligation to remit Tier-2 Enforcement Mechanisms to the Commission or
its designee, BellSouth shall mme payment in the required amount on the day upon which
the final validated IPP reports are posted on the Performance Measurements Reports website
as set forth in Section 2.4 above.

For each day after the due date that BellSouth fails to pay each CLEC the required amount,
BellSouth will pay each CLEC 6% simple interest per annum.

For each day after the due date that BellSouth fails to pay the Tier-2 Enforcement
Mechanisms, BellSouth will pay the Commission an additional $1,000 per day.

If each CLEC disputes the amount paid to each CLEC for Tier-1 Enforcement Mechanisms,
each CLEC shall submit a written claim to BellSouth within sixty (60) days after the date of
the performance measurement report for which the obligation arose. BellSouth shall
investigate all claims and provide each CLEC written findings within thirty (30) days after
receipt of the claim. If BellSouth determines each CLEC is owed additional amounts,
BellSouth shall pay each CLEC such additional amounts within thirty (30) days after its
findings along with 6% simple interest per annum.

At the end of each calendar year, BellSouth will have its independent auditing and
accounting firm certify that the results of all Tier-1 and Tier-2 Enforcement Mechanisms
were paid and accounted for in accordance with Generally Accepted Account Principles
(GAAP).

1.4.4 Limitations of Liability

BellSouth will not be responsible for each CLEC acts or omissions that cause performance
measures to be missed or fail, including but not limited to accumulation and submission of
orders at unreasonable quantities or times or failure to submit accurate orders or inquiries.
BellSouth shall provide each CLEC with reasonable notice of such acts or omissions and
provide each CLEC any such supporting documentation.

BellSouth shall not be obligated for Tier-1 or Tier-2 Enforcement Mechanisms for non-
compliance with a performance measure if such non-compliance was the result of an act or
omission by each CLEC that is in bad faith.

BellSouth shall not be obligated to pay Tier-1 Enforcement Mechanisms or Tier-2
Enforcement Mechanism for non-compliance with a performance measurement if such non-
compliance was the result of any of the following: a Force Majeure event as set forth in the
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General Terms and Conditions of this Agreement; an act or omission by each CLEC that is
contrary to any of its obligations under its Interconnection Agreement with BellSouth; an act
or omission by each CLEC that is contrary to any of its obligations under the Act,
Commission rule, or state law; an act or omission associated with third-party systems or
equipment.

1.4.5 Enforcement INechanism Cap

BellSouth's total liability for the payment of Tier-1 and Tier-2 Enforcement Mechanisms
shall be collectively capped at 36% of net revenue per year.

If projected payments exceed the state cap, a proportional payment will be made to the
respective parties.

If BellSouth's payment of Tier-1 and Tier-2 Enforcement Mechanisms would have exceeded
the cap referenced in this attachment, each CLEC may commence a proceeding with the
Commission to demonstrate why BellSouth should pay any amount in excess of the cap.
Each CLEC shall have the burden of proof to demonstrate why, under the circumstances,
BellSouth should have additional liability.

1.4.6 Dispute Resolution

Notwithstanding any other provision of this document, any dispute regarding BellSouth's
performance or obligations pursuant to this Attachment shall be resolved by the Commission.

South Carolina IPP Administrative Plan
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A: Fee Schedule

A.1 Liquidated Damages for Tier-1 Measures (per affected item)

Per Affected Item

Month 1 Month 2 Month3 Month4 Month 5 Month 6

Pre-Ordering

Ordering

Provisioning

Provisioning UNE

(Coordinated Customer Conversions)

Maintenance and Repair

Maintenance and Repair UNE

LNP

$20

$40

$100

$400

$100

$400

$150

$30

$50

$125

$450

$125

$450

$250

$40

$60

$175

$500

$175

$500

$500

$50

$70

$250

$550

$250

$550

$600

$60

$80

$325

$650

$325

$650

$700

$70

$90

$500

$800

$500

$800

$800

Billing $1.00 $1.00 $1.00 $1.00 $1.00 $1.00

IC Trunks $100 $125 $175 $250 $325 $500

Collocation $5,000 $5,000 $5,000 $5,000 $5,000 $5,000

A.2 Table 2: Remedy Payments for Tier-2 Measures

OSS/Pre-Ordering

Ordering

Provisioning

Provisioning-UNE

(Coordinated Customer Conversions)

Maintenance and Repair

Maintenance and Repair-UNE

Billing

Per Affected Item

$20

$60

$300

$875

$300

$875

$1.00
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LNP

IC Trunks

Collocation

Change Management

Service Order Accuracy

$500

$500

$15,000

$1,000

$50

Souih Carolina IPP Administrative Plan
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B: IPP Submetrics

B.1 Tier 1 Submetrics

Table 1 contains a list of Tier 1 submetrics.

item No.

Table 1:Tier 1 Submetrics
Submetric

10

12

13

14

15

16

17

19

20

21

Firm Order Confirmation and Reject Response Completeness —Fully Mechanized

Percent Missed Installation Appointments —Resale POTS

Percent Missed Installation Appointments —Resale Design

Percent Missed Installation Appointments —UNE Loop and Port Combinations

Percent Missed Installation Appointments —UNE Loops

Percent Missed Installation Appointments —UNE xDSL

Percent Missed Installation Appointments —UNE Line Sharing

Percent Missed Installation Appointments —Local IC Trunks

Average Completion Interval —Resale POTS

Average Completion Interval —Resale Design

Average Completion Interval —UNE Loop and Port Combinations

Average Completion Interval —UNE Loops

Average Completion Interval —UNE xDSL

Average Completion Interval —UNE Line Sharing

Average Completion Interval —Local IC Trunks

Coordinated Customer Conversions Interval —Unbundled Loops

Coordinated Customer Conversions —Hot Cut Timeliness Percent within interval - UNE Loops

Coordinated Customer Conversions —Percent Provisioning Troubles Received within 7 days of a completed

service order —UNE Loops

Percent Provisioning Troubles within 30 days of Service Order Completion —Resale POTS

Percent Provisioning Troubles within 30 days of Service Order Completion —Resale Design

Percent Provisioning Troubles within 30 days of Service Order Completion —UNE Loop and Port Combinations

22

23

24

Percent Provisioning Troubles within 30 days of Service Order Completion —UNE Loops

Percent Provisioning Troubles within 30 days of Service Order Completion —UNE xDSL

Percent Provisioning Troubles within 30 days of Service Order Completion —UNE Line Sharing
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25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

Percent Provisioning Troubles within 30 days of Service Order Completion —Local IC Trunks

LNP —Percent Missed Installation Appointments

Missed Repair Appointments —Resale POTS

Missed Repair Appointments —Resale Design

Missed Repair Appointments —UNE Loop and Port Combinations

Missed Repair Appointments —UNE Loops

Missed Repair Appointments —UNE xDSL

Missed Repair Appointments —UNE Line Sharing

Missed Repair Appointments —Local IC Trunks

Customer Trouble Report Rate —Resale POTS

Customer Trouble Report Rate —Resale Design

Customer Trouble Report Rate —UNE Loop and Port Combinations

Customer Trouble Report Rate —UNE Loops

Customer Trouble Report Rate —UNE xDSL

Customer Trouble Report Rate —UNE Line Sharing

Customer Trouble Report Rate —Local IC Trunks

Maintenance Average Duration —Resale POTS

Maintenance Average Duration —Resale Design

Maintenance Average Duration —UNE Loop and Port Combinations

Maintenance Average Duration —UNE Loops

Maintenance Average Duration —UNE xDSL

Maintenance Average Duration —UNE Line Sharing

Maintenance Average Duration —Local IC Trunks

Percent Repeat Troubles within 30 days —Resale POTS

Percent Repeat Troubles within 30 days —Resale Design

Percent Repeat Troubles within 30 days —UNE Loop and Port Combinations

Percent Repeat Troubles within 30 days —UNE Loops

Percent Repeat Troubles within 30 days —UNE xDSL

Percent Repeat Troubles within 30 days —UNE Line Sharing

Percent Repeat Troubles within 30 days —Local IC Trunks

Trunk Group Performance —CLEC Trunk Group

Collocation Percent of Due Dates Missed

B.2 Tier 2 Submetrics

Table 2 contains a list of Tier 2 submetrics.

South Carolina IPP Administrative Plan IO
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Item No.

Table 2: Tier 2 Submetrics
Tier 2 Sub Metrics

10

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

Average Response Time - Pre-Ordering/Ordering

Interface Availability - Pre-Ordering/Ordering

Interface Availability —Maintenance 8 Repair

Loop Makeup - Response Time - Manual

Loop Makeup —Response Time - Electronic

Acknowledgement Message Timeliness - EDI

Acknowledgement Message Timeliness —TAG

Acknowledgement Message Completeness EDI

Acknowledgement Message Completeness TAG

Percent Flow-through Service Requests (Summary)

Reject Interval

Firm Order Confirmation Timeliness

Firm Order Confirmation and Reject Response Completeness - Fully Mechanized

Percent Missed Installation Appointments - Resale POTS

Percent Missed Installation Appointments - Resale Design

Percent Missed Installation Appointments - UNE Loop and Port Combinations

Percent Missed Installation Appointments - UNE Loops

Percent Missed Installation Appointments - UNE xDSL

Percent Missed Installation Appointments - UNE Line Sharing

Percent Missed Installation Appointments - Local IC Trunks

Average Completion Interval - Resale POTS

Average Completion Interval - Resale Design

Average Completion Interval - UNE Loop and Port Combinations

Average Completion Interval - UNE Loops

Average Completion Interval - UNE xDSL

Average Completion Interval - UNE Line Sharing

Average Completion Interval - Local IC Trunks

Coordinated Customer Conversions Interval - Unbundled Loops

Coordinated Customer Conversions - Hot Cut Timeliness Percent within interval - UNE Loops

Coordinated Customer Conversions - Percent Provisioning Troubles Received within 7 days of a completed service

order - UNE Loops

Cooperative Acceptance Testing - Percent UNE xDSL Loops Tested

Percent Provisioning Troubles within 30 days of Service Order Completion - Resale POTS

Percent Provisioning Troubles within 30 days of Service Order Completion - Resale Design

South Carolina IPP Administrative Plan



South Carolina IPP Exhibit PM-23 IPP Subrnetrics

34 Percent Provisioning Troubles within 30 days of Service Order Completion - UNE Loop and Port Combinations

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67

69

Percent Provisioning Troubles within 30 days of Service Order Completion - UNE Loops

Percent Provisioning Troubles within 30 days of Service Order Completion - UNE xDSL

Provisioning Troubles within 30 days of Service Order Completion - UNE Line Sharing

Percent Provisioning Troubles within 30 days of Service Order Completion - Local IC Trunks

LNP —Percent Missed Installation Appointments

Missed Repair Appointments - Resale POTS

Missed Repair Appointments - Resale Design

Missed Repair Appointments - UNE Loop and Port Combinations

Missed Repair Appointments - UNE Loops

Missed Repair Appointments - UNE xDSL

Missed Repair Appointments - UNE Line Sharing

Missed Repair Appointments - Local IC Trunks

Customer Trouble Report Rate - Resale POTS

Customer Trouble Report Rate - Resale Design

Customer Trouble Report Rate - UNE Loop and Port Combinations

Customer Trouble Report Rate - UNE Loops

Customer Trouble Report Rate —UNE xDSL

Customer Trouble Report Rate - UNE Line Sharing

Customer Trouble Report Rate - Local IC Trunks

Maintenance Average Duration - Resale POTS

Maintenance Average Duration - Resale Design

Maintenance Average Duration - UNE Loop and Port Combinations

Maintenance Average Duration - UNE Loops

Maintenance Average Duration - UNE xDSL

Maintenance Average Duration - UNE Line Sharing

Maintenance Average Duration - Local IC Trunks

Percent Repeat Troubles within 30 days - Resale POTS

Percent Repeat Troubles within 30 days - Resale Design

Percent Repeat Troubles within 30 days - UNE Loop and Port Combinations

Percent Repeat Troubles within 30 days - UNE Loops

Percent Repeat Troubles within 30 days - UNE xDSL

Percent Repeat Troubles within 30 days - UNE Line Sharing

Percent Repeat Troubles within 30 days - Local IC Trunks

Invoice Accuracy

Mean Time to Deliver Invoices
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70

71

72

73

74

75

76

77

78

79

80

Usage Data Delivery Accuracy

Trunk Group Performance - Aggregate

Collocation Percent of Due Dates Missed

Timeliness of Change Management Notices

Timeliness of Documents Associated with Change

Service Order Accuracy - Resale Residence

Service Order Accuracy - Resale Business

Service Order Accuracy - Resale Design (Specials)

Service Order Accuracy - UNE Specials (Design)

Service Order Accuracy - UNE (Non-Design)

Service Order Accuracy - Local Interconnection Trunks

South Carolina IPP Administrative Plan 13
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C: Statistical Properties and Definitions

C.1 Necessary Properties for a Test Methodology

The statistical process for testing if competing local exchange carriers (CLECs) customers
are being treat equally with BellSouth (BST)customers involves more than just a
mathematical formula. Three key elements need to be considered before an appropriate
decision process can be developed. These are

~ the type of data,
~ the type of comparison, and
~ the type of performance measure.

Once these elements are determined a test methodology should be developed that complies
with the following properties.

~ Like-to-Like Comparisons —When possible, data should be compared at appropriate
levels, e.g. wire center, time of month, dispatched, and residential, new orders. The
testing process should:

Identify variables that may affect the performance measure.
Record these important confounding covariates.
Adjust for the observed covariates in order to remove potential biases and to make the CLEC and the
ILEC units as comparable as possible.

~ Aggregate Level Test Statistic —Each performance measure of interest should be
summarized by one overall test statistic giving the decision maker a rule that determines
whether a statistically significant difference exists. The test statistic should have the
following properties.

The method should provide a single overall index, on a standard scale.
If entries in comparison cells are exactly proportional over a covariate, the aggregated index should be
very nearly the same as if comparisons on the covariate had not been done.
The contribution of each comparison cell should depend on the number of observations in the cell.
Cancellation between comparison cells should be limited.
The index should be a continuous function of the observations.

~ Production Mode Process —The decision system must be developed so that it does not
require intermediate manual intervention, i.e. the process must be a "black box."

Calculations are well defined for possible eventualities.
The decision process is an algorithm that needs no manual intervention.
Results should be arrived at in a timely manner.
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The system must recognize that resources are needed for other performance measure-related processes
that also must be run in a timely manner.
The system should be auditable, and adjustable over time.

Balancing —The testing methodology should balance Type I and Type II Error
probabilities.

P(Type I Error) = P(Type II Error) for well defined null and alternative hypotheses.
The formula for a test's balancing critical value should be simple enough to calculate using standard
mathematical functions, i.e. one should avoid methods that require computationally intensive
techniques.
Little to no information beyond the null hypothesis, the alternative hypothesis, and the number of
observations should be required for calculating the balancing critical value.

Trimming —Removing extreme observations from BellSouth and CLEC distributions is
needed in order to ensure that a fair comparison is made between performance measures.
Three conditions are needed to accomplish this goal. These are:

Trimming should be based on a general rule that can be used in a production setting.
Trimmed observations should not simply be discarded; they need to be examined and possibly used in
the final decision making process.
Trimming should only be used on performance measures that are sensitive to "outliers. "

C.1.1 Measurement Types

The performance measures that will undergo testing are of four types:
~ means
~ proportions,
~ rates, and
~ ratio

While all four have similar characteristics, proportions and rates are derived from count data
while means and ratios are derived &om interval measurements.

C.2 Testing Methodology —The Truncated Z

Many covariates are chosen in order to provide deep comparison levels. In each comparison
cell, a Z statistic is calculated. The form of the Z statistic may vary depending on the
performance measure, but it should be distributed approximately as a standard normal, with
mean zero and variance equal to one. Assuming that the test statistic is derived so that it is
negative when the performance for the CLEC is worse than for the ILEC, a positive
truncation is done —i.e. if the result is negative it is left alone, if the result is positive it is
changed to zero. A weighted average of the truncated statistics is calculated where a cell
weight depends on the volume of BST and CLEC orders in the cell. The weighted average is
re-centered by the theoretical mean of a truncated distribution, and this is divided by the
standard error of the weighted average. The standard error is computed assuming a fixed
effects model.
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C.2.1 Proportion Measures

For performance measures that are calculated as a proportion, in each adjustment cell, the
truncated Z and the moments for the truncated Z can be calculated in a direct manner. In
adjustment cells where proportions are not close to zero or one, and where the sample sizes
are reasonably large, a normal approximation can be used. In this case, the moments for the
truncated Z come directly from properties of the standard normal distribution. If the normal
approximation is not appropriate, then the Z statistic is calculated from the hypergeometric
distribution. In this case, the moments of the truncated Z are calculated exactly using the
hypergeometric probabilities.

C.2.2 Rate Measures

The truncated Z methodology for rate measures has the same general structure for calculating
the Z in each cell as proportion measures. For a rate measure, there are a fixed number of
circuits or units for the CLEC, n2„. and a fixed number of units for BST, ni„. Suppose that the
performance measure is a "trouble rate. "The modeling assumption is that the occurrence of a
trouble is independent between units and the number of troubles in n circuits follows a
Poisson distribution with mean X„where X is the probability of a trouble in 1 circuit and n is
the number of circuits.

In an adjustment cell, if the number of CLEC troubles is greater than 15 and the number of
BST troubles is greater than 15, then the Z test is calculated using the normal approximation
to the Poisson. In this case, the moments of the truncated Z come directly from properties of
the standard normal distribution. Otherwise, if there are very few troubles, the number of
CLEC troubles can be modeled using a binomial distribution with n equal to the total number
of troubles (CLEC plus BST troubles. ) In this case, the moments for the truncated Z are
calculated explicitly using the binomial distribution.

C.2.3 Mean Measures

For mean measures, an adjusted "t"statistic is calculated for each like-to-like cell which has
at least 7 BST and 7 CLEC transactions. A permutation test is used when one or both of the
BST and CLEC sample sizes is less than 6. Both the adjusted "t"statistic and the permutation
calculation are described in Statistical Formulas and Technical Description.

C.2.4 Ratio Measures

Rules will be given for computing a cell test statistic for a ratio measure, however, the
current plan for measures in this category, namely billing accuracy, does not call for the use
of a Z parity statistic.
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D: Statistical Formulas and Technical
Description

We start by assuming that any necessary trimming' of the data is complete, and that the data
are disaggregated so that comparisons are made within appropriate classes or adjustment
cells that define "like" observations.

D.1 Notation and Exact Testing Distributions

Below, we have detailed the basic notation for the construction of the truncated z statistic. In
what follows the word "cell" should be taken to mean a like-to-like comparison cell that has
both one (or more) ILEC observation and one (or more) CLEC observation.

n„=

n»=

nt=

the total number of occupied cells

1,... ,L; an index for the cells

the number of ILEC transactions in cell j

the number of CLEC transactions in cell j

the total number transactions in cell j; nn+ n»

X»k individual ILEC transactions in cell j; k = 1, , ns

X» = individual CLEC transactions in cell j; k = 1, , n»

individual transaction (both ILEC and CLEC) in cell j

Xijk

X2jk

k =l, . .., n, j

k = n„+l, . .., n„.

the inverse of the cumulative standard normal distribution function

1 When it is determined that a measure should be trimmed, a trimming rule that is easy to implement
in a production setting is:

Trim the ILEC observations to the largest CLEC value from all CLEC observations in the month under
consideration.

That is, no CLEC values are removed; all ILEC observations greater than the largest CLEC
observation are trimmed.
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X The ILEC sample mean of cell j

X The CLEC sample mean of cell j

2
St. The ILEC sample variance in cell j

2
S2 The CLEC sample variance in cell j

a random sample of size n» from the set of Yji & Yjp k 't, , n»
i

Mj The total number of distinct pairs of samples of size ns and n»,

nj

n, „.

The exact parity test is the permutation test based on the "modified Z" statistic. For large
samples, we can avoid permutation calculations since this statistic will be normal (or
Student's t) to a good approximation. For small samples, where we cannot avoid permutation
calculations, we have found that the difference between "modified Z" and the textbook
"pooled Z" is negligible. We therefore propose to use the permutation test based on pooled Z
for small samples. This decision speeds up the permutation computations considerably,
because for each permutation we need only compute the sum of the CLEC sample values,
and not the pooled statistic itself.

A permutation probability mass function distribution for cell j, based on the "pooled Z" can
be written as

the number ofsamples that sum to t

k
J

and the corresponding cumulative permutation distribution is

the number ofsamples with sum & t

k

For Proportion Performance Measures the following notation is defined

au = The number of ILEC cases possessing an attribute of interest in cell j

a» = The number of CLEC cases possessing an attribute of interest in cell j

a; = The number of cases possessing an attribute of interest in cell j; a&i+ a»

The exact distribution for a parity test is the hypergeometric distribution. The hypergeometric
probability mass function distribution for cell j is
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HG(h) = P(H = }1)=

n, , n, „.

h a. —h
J

n„.

a.

, max(0, a„—n, ,) & h & min(a„, n, ,)

0 otherwise

and the cumulative hypergeometric distribution is

CHG(x) = P(H & x) =

0

HG(h),
h=max(o, a;-nu )

1

x & max(0, a„—n„.)

max(0, a,. —n„) & x & min(a, , n,„)

x & min(a„, n, „)

For Rate Measures, the notation needed is defined as

bu

b2;

b;

The number of!LEC base elements in cell j

The number of CLEC base elements in cell j

The total number of base elements in cell j; b&J+ ba

The ILEC sample rate of cell j; n~g

r = The CLEC sample rate of cell j; n,/b»
aJ

q; = The relative proportion of ILEC elements for cell j; b~/b)

The exact distribution for a parity test is the binomial distribution. The binomial probability
mass function distribution for cell j is

BN(1&) = P(B = 16) =
n„.

q, (l q;)
' 0&k&n,

otherwise

and the cumulative binomial distribution is

0
x

CBN(x) =P(B & x) = QBN(k),
Ic=O

1

x&0

0&x&n,.

x) n,.
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For Ratio Performance Measures the following additional notation is needed.

Un

U»|

additional quantity of interest of an individual ILEC transaction in cell j; k = 1, , nt;

additional quantity of interest of an individual CLEC transaction in cell j; k = 1, , n»

R„
the ILEC (I = 1) or CLEC (i = 2) ratio of the total additional quantity of interest to the base

transaction total in catt j, i.a. . QU, ,a j+X;;»
k /

D.2 Calculating the Truncated Z

The general methodology for calculating an aggregate level test statistic is outlined below.

D.2.1 Calculate Cell Weights {Wj)

A weight based on the number of transactions is used so that a cell, which has a larger
number of transactions, has a larger weight. The actual weight formulae will depend on the
type of measure.

Mean or Ratio Measure

W„=
nl„.n2.

n„.

Proportion Measure

W=
)

n2„nl„a . a„.J J t I J

n,. nj nl

Rate Measure

W, =
b, b,

D.2.2 Calculate a Z Value {Z;)for each Cell

A Z statistic with mean 0 and variance 1 is needed for each cell.
~ If Wj = 0, set Zj = 0.
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~ Otherwise, the actual Z statistic calculation depends on the type of performance measure.

Mean Measure

Zj = 4 '(n)

where u is determined by the following algorithm.

If min(nr„, nzj) & 6, then determine 0, as

that is, u is the probability that a t random variable with nij - 1 degrees of freedom, is less
than

g nii + 2nzi nz —ni„.
t,. + t,. + j min j

g n, , +2n, , n2. —nij
t,. + otherwise

where

t„- = X,„. -X,„.

—3 n, „.n„n,

g(n, „+2n, ,)

and g is the median value of all values of

1j rjk Ij

(n]j I)(nij 2) k sjj

with n„. & n, , for all values ofj.n3q is the 3 quartile of all values of n»

Note, that t„ is the "modified Z" statistic. The statistic T„. is a "modified Z" corrected for the
skewness of the ILEC data.

Ifmin(n», nzj) (6, and
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~ M„. & 1,000 (the total number of distinct pairs of samples of size n~„and n2„ is 1,000 or
less).

Calculate the sample sum for all possible samples of size n2j.
Rank the sample sums lrom smallest to largest. Ties are dealt by using average ranks.
Let Ro be the rank of the observed sample sum with respect all the sample sums.

R, —0.5

M„

~ M„. & 1,000
Draw a random sample of 1,000 sample sums from the permutation distribution.
Add the observed sample sum to the list. There are a total of 1001 sample sums. Rank the sample sums
Rom smallest to largest. Ties are dealt by using average ranks.
Let Ro be the rank of the observed sample sum with respect all the sample sums.

R, —0.5
1001

Proportion Measure

z. =
j

n, a» —n»a,

n„n„a„.(n, —a,.)
n —1

J

Rate Measure

Z = n, ,
—n„. q,.

n, q, (1—
q, )

Ratio Measure

A

R,„.
—R„

V(R,„) —+
ni nz.

g(U)jk R[jX)j~j
V(RI;) — "

2X'„.(n,„-1)
g U))p —2R))g(U&)pX&)g ) + RI g X))g

X', „.(n, ,
—1)

0.2.3 Obtain a Truncated Z Value for each Cell (Z;)

To limit the amount of cancellation that takes place between cell results during aggregation,
cells whose results suggest possible favoritism are left alone. Otherwise the cell statistic is set
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to zero. This means that positive equivalent Z values are set to 0, and negative values are left
alone. Mathematically, this is written as

Z„* = min(O, Z„.)

0.2.4 Calculate the Theoretical Mean and Variance

Calculate the theoretical mean and variance of the truncated statistic under the null

hypothesis of parity, E(Z,
~
H, ) and Var(Z,

~ H, ) . To compensate for the truncation in step 3,
an aggregated, weighted sum of the Z „will need to be centered and scaled properly so that
the final aggregate statistic follows a standard normal distribution.

~ If W„. = 0, then no evidence of favoritism is contained in the cell. The formulae for
calculating E(Z*,

~ H, ) and Var(Z,
'

~ H, ) cannot be used. Set both equal to 0.

~ If min(n)j, n2;) & 6 for a mean measure, min a,, 1 ——„'"' I, a„.I1 ——,
"9 & 9 for a proportion

measure, min(n„, n„.j 15 and nq(1 —q) & 9 for a rate measure, or nt; and nt„are large

for a ratio measure then

E(Z„. )Hp) =—

and

I I
Vai(Z; I Hp) = ——

2 2z
~ Otherwise, determine the total number of values for Z „.Let z„", and 0„-„denote the values

of Z „. and the probabilities of observing each value, respectively.

E(Z,. ~ H, ) = QB, z„
t

Var(Z, .
~ H, ) =f0, ,z', ,

—[E(Z, ~
H, )]

1

The actual values of the z's and 0's depends on the type of measure.
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Mean Measure

N j m In( M
J

1 000) I 1 N

z, , =min 0, (I) '
1 — 'N" where R, istherankof samplesumi

e, =—1
J

Proportion Measure

z, i
=min n„ i —n, „. a,.0

n, , n, „. a,. (n„. —a„.)
n —1

J

i = max(p, a, —n, , ),.. ., min(a„. , n, ,)

0,,
= HG(i)

Rate Measure

z, ,
=mm 0 J J

i —n. q.

n„q, (1—
q,.)

i = O, . . ., n,.

0,,
= BN(i)

Ratio Measure

The performance measure that is in this class is billing accuracy. If a parity test were used,
the sample sizes for this measure are quite large, so there is no need for a small sample
technique. If one does need a small sample technique, then a re-sampling method can be
used.

D.2.5 Calculate the Aggregate Test Statistic (Z )

g W, Z, —g W, E(Z, ~H, )
zT J J

gW, .'Var(Z, . ~H, )

The Balancing Critical Value

There are four key elements of the statistical testing process:
~ the null hypothesis, Ho, that parity exists between ILEC and CLEC services
~ the alternative hypothesis, H„ that the ILEC is giving better service to its own customers
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~ the Truncated Z test statistic, Z, and
~ a critical value, c

The decision rule' is

~ If Z & c then accept H, .
~ If Z & c then accept Ho.

There are two types of error possible when using such a decision rule:
~ Type I Error: Deciding favoritism exists when there is, in fact, no favoritism.
~ Type II Error: Deciding parity exists when there is, in fact, favoritism.

The probabilities of each type of each are:

~ T IE - Q, =P(Z' &cIHO)

—PZ & H~ Type II Error:

We want a balancing critical value, cia, so that Q = p.

It can be shown that.

WjM (m j ee
]) g Wj

cB

gW V(m, ee )+ gW2 1 1

2 22'J

where

4(.) is the cumulative standard normal distribution function, and $(.) is the standard normal
density function.

This formula assumes that Z„ is approximately normally distributed within cell j.When the
cell sample sizes, ni„and n2„, are small this may not be true. It is possible to determine the
cell mean and variance under the null hypothesis when the cell sample sizes are small. It is
much more difficult to determine these values under the alternative hypothesis. Since the cell
weight, W„. will also be small (see calculate weights section above) for a cell with small
volume, the cell mean and variance will not contribute much to the weighted sum. Therefore,
the above formula provides a reasonable approximation to the balancing critical value.

The values of m; and se„. will depend on the type of performance measure.

1 This decision rule assumes that a negative test statistic indicates poor service for the CLEC
customer. If the opposite is true, then reverse the decision rule.
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Mean Measure

For mean measures, one is concerned with two parameters in each cell, namely, the mean and
variance. A possible lack of parity may be due to a difference in cell means, and/or a
difference in cell variances. One possible set of hypotheses that capture this notion, and take
into account the assumption that transaction are identically distributed within cells is:

.2 = .2HO . lt Ij p2j& rT Ij I72j

.2 = . .2Ha: p2j = plj+ ~j ITIj o'2j = Xj GI] 6i & 0, X; 1 and j = 1, ,L.

Under this form of alternative hypothesis, the cell test statistic Z„. has mean and standard error
given by

X,.n, , +n, „.

se,. =
nl„. + n2.

Proportion Measure

For a proportion measure there is only one parameter of interest in each cell, the proportion
of transaction possessing an attribute of interest. A possible lack of parity may be due to a
difference in cell proportions. A set of hypotheses that take into account the assumption that
transaction are identically distributed within cells while allowing for an analytically tractable
solution is:

P2„(I—Pl„)

(1—P2')Pl„

tir„. & 1 and j = 1, ,L.

These hypotheses are based on the "odds ratio. "If the transaction attribute of interest is a
missed trouble repair, then an interpretation of the alternative hypothesis is that a CLEC
trouble repair appointment is qf„ times more likely to be missed than an ILEC trouble.

Under this form of alternative hypothesis, the within cell asymptotic mean and variance of al„.
are given by'

1 Stevens, W. L. (1951)Mean and Variance of an entry in a Contingency Table. Biomefrica, 38, 468-470.
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E(a,i) = n,.z,.
'

n,
var(a, „-)—

«&+ &»+ &3j+
Kj ij nj nj

where

(') —f(')1 2(.f(2)4 f(» f(~ )j
J J i J J J J

(2) f(l)( 2 f(213 f(3) f(4)j
J J ( J J J J

(3) f(l)( 2 f(2) f(3) f(4)j
J j i j J J J

(4) f(l)( 212 j) f(2) f(3) f(4)j
i i ( i(v; j i i i

f(j)

2n' —' —1

2

fi n
J

4n jJ
n i

—a i
—„' —1 + n i + a i

—n„—' —1

Recall that the cell test statistic is given by

Z. =
J

ni a,i-n, i a,

n, i n, i ai (ni —ai)
n. —1

J

Using the equations above, we see that ZJ has mean and standard error given by

mi = n, z„—n, i a,-
2 (J)

n, „n„.a,. (n,. —ai)
n —1

J

and

sei = n,'. (n,. —1)
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Rate Measure

A rate measure also has only one parameter of interest in each cell, the rate at which a
phenomenon is observed relative to a base unit, e.g. the number of troubles per available line.
A possible lack of parity may be due to a difference in cell rates. A set of hypotheses that
take into account the assumption that transaction are identically distributed within cells is:

Hp. rIj = r2j

Ha: r2j = sjrjj sj & 1 and j = 1, ,L.

Given the total number of ILEC and CLEC transactions in a cell, nj, and the number of base
elements, bI„. and b2„, the number of ILEC transaction, nI„, has a binomial distribution from nj
trials and a probability of

r,jb„
q,. =

r„.b, „. + r, ,b, ,

Therefore, the mean and variance of nI„., are given by

E(n, ,) = n,.q„.

var(n, j) = njq, (1 —
q, )

Under the null hypothesis

b„
q,. =q„. =—'

J

but under the alternative hypothesis

b, jq„=q„' =
b, , +sjb, ,

Recall that the cell test statistic is given by

Using the relationships above, we see that Zj has mean and standard error given by

n,. (q,
'. —

q,. j Ja,.b„b„
m,. — ' ' ' —(1—s, )

n;q„(I -q„)
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and

Ratio Measure

As with mean measures, one is concerned with two parameters in each cell, the mean and
variance, when testing for parity of ratio measures. As long as sample sizes are large, as in
the case of billing accuracy, the same method for finding mj and sej that is used for mean
measures can be used for ratio measures.

D.2.6 Determining the Parameters of the Alternative Hypothesis

In this section we have indexed the alternative hypothesis of mean measures by two sets of
parameters, kj and 6j. Proportion and rate measures have been indexed by one set of
parameters each, iiIj and Fj respectively. A major difficulty with this approach is that more
than one alternative will be of interest; for example we may consider one alternative in which
all the 6j are set to a common non-zero value, and another set of alternatives in each of which
just one 6j is non-zero, while all the rest are zero. There are very many other possibilities.
Each possibility leads to a single value for the balancing critical value; and each possible
critical value corresponds to many sets of alternative hypotheses, for each of which it
constitutes the correct balancing value.

The formulas we have presented can be used to evaluate the impact of different choices of
the overall critical value. For each putative choice, we can evaluate the set of alternatives for
which this is the correct balancing value. While statistical science can be used to evaluate the
impact of different choices of these parameters, there is not much that an appeal to statistical
principles can offer in directing specific choices. Specific choices are best left to telephony
experts. Still, it is possible to comment on some aspects of these choices:

Parameter Choices for Xj —The set of parameters Xj index alternatives to the null hypothesis
that arise because there might be greater unpredictability or variability in the delivery of
service to a CLEC customer over that which would be achieved for an otherwise comparable
ILEC customer. While concerns about differences in the variability of service are important,
it turns out that the truncated Z testing which is being recommended here is relatively
insensitive to all but very large values of the X„.Put another way, reasonable differences in
the values chosen here could make very little difference in the balancing points chosen.

Parameter Choices for 6j —The set of parameters 6j are much more important in the choice of
the balancing point than was true for the Xj. The reason for this is that they directly index
differences in average service. The truncated Z test is very sensitive to any such differences;
hence, even small disagreements among experts in the choice of the Bj could be very
important. Sample size matters here too. For example, setting all the 6„ to a single value —6j =
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6Z might be fine for tests across individual CLECs where currently in Georgia the CLEC
customer bases are not too different. Using the same value of 6 for the overall state testing
does not seem sensible. At the state level we are aggregating over CLECs, so using the same
6 as for an individual CLEC would be saying that a "meaningful" degree of disparity is one
where the violation is the same (5) for each CLEC. But the detection of disparity for any
component CLEC is important, so the relevant "overall" 6 should be smaller.

Parameter Choices for )IIj OP Ej The set of parameters iitj or Fj are also important in the
choice of the balancing point for tests of their respective measures. The reason for this is that
they directly index increases in the proportion or rate of service performance. The truncated
Z test is sensitive to such increases; but not as sensitive as the case of 5 for mean measures.
Sample size matters here too. As with mean measures, using the same value of iiI or c for the
overall state testing does not seem sensible.

The three parameters are related however. If a decision is made on the value of 5, it is
possible to determine equivalent values of iLI and s. The following equations, in conjunction
with the definitions of iII and s, show the relationship with delta.

5 = 2 arcsin(+p, ) —2 arcsinQp", )

6 = 2+r", —2+i|

The bottom line here is that beyond a few general considerations, like those given above, a
principled approach to the choice of the alternative hypotheses to guard against must come
from elsewhere.

Decision Process

Once Z has been calculated, it is compared to the balancing critical value to determine if the
ILEC is favoring its own customers over a CLEC's customers.

This critical value changes as the ILEC and CLEC transaction volume change. One way to
make this transparent to the decision-maker, is to report the difference between the test
statistic and the critical value, diff= Z - cB. If favoritism is concluded when Z & cB, then the
diff & 0 indicates favoritism.

This makes it very easy to determine favoritism: a positive diff suggests no favoritism, and a
negative diff suggests favoritism.
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E: BST IPP Remedy Calculation

Procedures

E.1 Tier-1 Calculation For Retail Analogues

1. Calculate the overall test statistic for each CLEC; z CLEC i.
2. Calculate the balancing critical value ('B CLEC i) that is associated with the alternative

hypothesis (for fixed parameters 5,%', or E)
3. If the overall test statistic is equal to or above the balancing critical value, stop here. That

is, if 'B
CLEC i & z CLEC i stop here. Otherwise, go to step 4.

4. Calculate the Parity Gap by subtracting the value of Step 2 from that of step 1. (z cLEc i
BCLEC-i )

5. Calculate the Volume Proportion using a linear distribution with slope of I/4. This can
be accomplished by taking the absolute value of the Parity Gap from step 4, divided by 4;
ABS((z cLEc-i -'B ci.Ec-i )/4) All parity gaps equal or greater to 4 will result in a
volume proportion of 100%.

6. Calculate the Affected Volume by multiplying the Volume Proportion from step 5 by the
Total Impacted CLEC-i Volume (I,). The Total Impacted Volume is derived &om the
sum of the impacted volumes for CLEC-i in the negatively affected cells.

7. Multiply the Affected Volume by 106%
8. Calculate the payment to CLEC-1 by multiplying the result of step 7 by the appropriate

dollar amount from the fee schedule.
9. Thus, CLEC-1 payment = (Affected VolumecLEci * 106%) * $$from Fee Schedule.

E.1.1 Example: CLEC-1 Customer Trouble Report Rate (CTRR) for Resale POTS

Note —the statistical results are only illustrative. They are not a result of a statistical test of
this data.

State ni Nc Ic TRRi TRRc T
Z CLEC-1 Parity Gap

Volume
Proportion

Affected
Volume

Cell

24816 143 1 1 3.03% 6.43%

17 0 0.02 0

-2.764

ZCLEC-1

0.578

-1.45 0.36

17

69

0.04 0.24

0.02 0.03

-4.188

-0.257
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27

0.04

0.04

0.03

0.03

0.5

0.07

-3.287

0.353

0.414

-1.101

Total 0.36

where nl = ILEC observations and nc = CLEC-1 observations

Payout for CLEC-1 is: (4 units*106%) = 4.24. Thus, 4 * ($100/unit) = $400

E.1.2 Example: CLEC-1 Order Completion Interval (OCI) for Resale POTS

State

Cell

10

12

13

14

15

Total

ni

12,296

nc

64 60

1 1

1 1

13 13

2 2

I 1

1 1

12 11

1 1

10 10

1 1

2 2

4 4

23

OCli OClc

1.03 1.36

0.33 0.33

0.33 0.33

0.33 0.33

0.33 0.33

0.33 0.33

1.62 2.5

1.67 1

1.6 1.9

1.74 1

0.33 0.33

0.33 0.33

408 5

0.33 0.33

0.33 0.33

1.7

T
Z CLEC-1

-2.1

CLEC-1

-1.3

0.29

-0.87

0.74

-0.96

-2.18

Parity Gap

-0.8

Volume
Proportion

0.20

0.20

Affected
Volume

where nt = ILEC observations and nc = CLEC-1 observations
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Payout for CLEC-1 is: (5 units*106%) = 5.30. Thus, 5 * ($100/unit) = $500.

E.2 Tier-2 Calculation For Retail Analogues

1. Tier-2 is triggered by three consecutive monthly failures of any Tier 2 Remedy Plan sub-

metric.
2. Therefore, calculate monthly statistical results and affected volumes as outlined in steps 2

through 6 for the individual CLEC-i performance. Determine average monthly affected
volume for the rolling 3-month period.

3. Calculate the payment to the State Designated Agency by multiplying the average
monthly volume by 106%, then multiplying that result by the appropriate dollar amount
from the Tier-2 fee schedule.

4. Therefore, State Designated Agency payment = (Average monthly volume * 106%) * $$
from Fee Schedule

E.2.1 Example: CLEC-A Missed Installation Appointments (MIA) for Resale POTS

State nt nc I, MIAr MIAc T
Z CLEC-A Cs

Parity
Gap

Volume
Proportion

Affected
Volume

Month 1 180000 2100 337 9% 16% -1.92 -0.21 1.71 0.4275

Cell ZCLEC-A

500 56 0.091 0.112 -1.994 24

300

80

30 0.176 0.1

27 0.128 0.338

0.734

-2.619 12

205

45

60 0.158 0.293

4 0.245 0.089

-2.878

1.345

26

605 79 0.156 0.131 0.021

80 19 0.166 0.238 -0.6

40

165

0.106 0.15

36 0.193 0.218

-0.065

-0.918 15

10 80 19 0.16 0.238 -0.66

Total 224 0.4275 96

where nt = ILEC observations and nc = CLEC-A observations

Assume Months 2 and 3 have the same affected volumes. Payout: (96*106%)= 101.76
Thus, 102 * $300/unit = $30,600.

Soulh Carolina IPP Administrative Plan 33



Incentive Payment Plan (IPP): South Carolina Exhibit PM-23 8ST IPP Remedy Calculation Procedures

E.3 Tier-1 Calculation For Benchmarks

1. For each CLEC, with five or more observations, calculate monthly performance results
for the State.

2. CLECs having observations (sample sizes) between 5 and 30 will use Table I below. The
only exception will be for Collocation Percent Missed Due Dates.

Table 1:Small Sample Size Table (95% Confidence)

Sample Size Equivalent
90%

Benchmark

Equivalent
95%

Benchmark

Sample Size Equivalent
90%

Benchmark

Equivalent
95%

Benchmark

10

12

13

14

15

16

17

60.00%

66.67%

71.43%

75.00%

66.67%

70.00%

72.73%

75.00%

76.92%

78.57%

73.33%

75.00%

76.47%

80.00%

83.33%

85.71%

75.00%

77.78%

80.00%

81.82%

83.33%

84.62%

85.71%

86.67%

87.50%

82.35%

18

19

20

21

22

23

24

25

26

27

29

30

77.78%

78.95%

80.00%

76.19%

77.27%

78.26%

79.17%

80.00%

80.77%

81.48%

78.57%

79.31%

80.00%

83.33%

84.21%

85.00%

85.71%

86.36%

86.96%

87.50%

88.00%

88.46%

88.89%

89.29%

86.21%

86.67%

3. If the percentage (or equivalent percentage for small samples) meets the benchmark
standard, stop here. Otherwise, go to step 4.

4. Determine the Volume Proportion by taking the difference between the benchmark and
the actual performance result.

5. Calculate the Affected Volume by multiplying the Volume Proportion from step 4 by the
Total Impacted CLEC-i Volume.

6. Calculate the payment to CLEC-1 by multiplying the result of step 5 by the appropriate
dollar amount from the fee schedule.

7. CLEC-1 payment = Affected VolumecLEc l
* $$from Fee Schedule

E.3.1 Example: CLEC-1 Percent Missed Due Dates for Collocations
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nc Benchmark MIAc Volume
Proportion

Affected

Volume

State 600 10% 13% .03 18

Payout for CLEC-1 is (18 units) * ($5000/unit) = $90,000

E.4 Tier-1 Calculation For Benchmarks (ln The Form Of A Target)

1. For each CLEC with five or more observations calculate monthly performance results for
the State.

2. CLECs having observations (sample sizes) between 5 and 30 will use Table I above.
3. Calculate the interval distribution based on the same data set used in step 1.
4. If the 'percent within' (or equivalent percentage for small samples) meets the benchmark

standard, stop here. Otherwise, go to step 5.
5. Determine the Volume Proportion by taking the difference between benchmark and the

actual performance result.
6. Calculate the Affected Volume by multiplying the Volume Proportion from step 5 by the

Total CLEC-i Volume.
7. Calculate the payment to CLEC-1 by multiplying the result of step 6 by the appropriate

dollar amount from the fee schedule.

CLEC-1 payment = Affected VolumecLEct * $$from Fee Schedule

E.4.1 Example: CLEC-1 Reject Timeliness

nc Benchmark Reject Timeliness Volume
Proportion

Affected

Volume

State 600 95% within 1 hour 93% within 1 hour .02 12

Payout for CLEC-1 is (12 units) * ($100/unit) = $1,200

E.5 Tier-2 Calculations For Benchmarks

Tier-2 calculations for benchmark measures are the same as the Tier-1 benchmark

calculations, except the CLEC Aggregate data having failed for three months.

South Carolina IPP Adnnnislrative Plan 35



Incentive Payment Plan (IPP): South Carolina Exhibit PM-23 Reposting Policy

F: Reposting Of Performance Data and

Recalculation of SEEM Payments

BellSouth will make available reposted performance data as reflected in the Service Quality Measurement (SQM)
reports and recalculate Self-Effectuating Enforcement (SEEM) payments using the Parity Analysis and Remedy
Information System (PARIS), to the extent technically feasible, under the following circumstances:

1. Those measures included in a state's specific SQM plan with corresponding sub-metrics are subject to

reposting. A notice will be placed on the PMAP website advising CLECs when reposted data is available.

2. Performance sub-metric calculations that result in a shift in the performance in the aggregate from an "in

parity" condition to an "out of parity" condition will be available for reposting.

3. Performance sub-metric calculations with benchmarks that are in an "out of parity" condition will be available

for reposting whenever there is a &= 2% decline in BellSouth's performance at the sub-metric level.

4. Performance sub-metric calculations with retail analogues that are in an "out of parity" condition will be

available for reposting whenever there is a decline in performance as shown by an adverse change of &= .5 in the

z-score at the sub-metric level.

5. Any data recalculations that reflect an improvement in BellSouth's performance will be reposted at BellSouth's

discretion. However, statewide performance must improve by at least 2% for benchmark measures and the z-score

must improve by at least 0.5 for retail analogs at the sub-metric level to qualify for reposting.

6. Performance data will be made available for a maximum of three months in arrears.

7. When updated performance data has been made available for reposting or when a payment error in PARIS has

been discovered, BellSouth will recalculate applicable SEEM payments. Where technically feasible, SEEM
payments will be subject to recalculation for a maximum of three months in arrears from the date updated

performance data was made available or the date when the payment error was discovered.

8. Any adjustments for underpayment of Tier 1 and Tier 2 calculated remedies will be made consistent with the

terms of the state specific SEEM plan, including the payment of interest. Any adjustments for overpayment of
Tier 1 and Tier 2 remedies will be made at BellSouth's discretion.

9. Any adjustments for underpayments will be made in the next month's payment cycle after the recalculation is
made. The final current month PARIS reports will reflect the transmitted dollars, including adjustments for prior
months where applicable. Questions regarding the adjustments should be made in accordance with the normal

process used to address CLEC questions related to SEEM payments.
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STATE OF SOUTH CAROLINA

COUNTY OF RICHLAND
CERTIFICATE OF SERVICE

The undersigned, Nyla M. Laney, hereby certifies that she is employed by the

Legal Department for BellSouth Telecommunications, Inc. ("BellSouth") and that she has

caused BellSouth Telecommunications, Inc. 's Notice of Filing a Revised Iiicenti49

Payment Plan in Docket No. 2001-209-C to be served upon the following this. June 28=,

2004:

Elliott F. Elam, Jr., Esquire
S. C. Department of Consumer Affairs

3600 Forest Drive, 3" Floor
Post Office Box 5757
Columbia, South Carolina 29250-5757
(Consumer Advocate)

(U. S. Mail and Electronic Mail)

Sonia Daniels
Law & Government Affairs
AT&T —Southern Region
1200 Peachtree Street, NE, Rm. 4080
Atlanta, Georgia 30309
(AT&T)
(U. S. Mail and Electronic Mail)

Jocelyn G. Boyd, Esquire
Staff Attorney
S. C. Public Service Commission
Post Office Box 11649
Columbia, South Carolina 29211
(PSC Staff)
(U. S.Mail and Electronic Mail)

Russell B. Shetterly, Esquire
P. O. Box 8207
Columbia, South Carolina 29202
(Knology of Charleston and Knology of
South Carolina, Inc.)
(U. S. Mail and Electronic Mail)



Darra W. Cothran, Esquire
Woodward, Cothran & Herndon

1200 Main Street, 6th Floor
Post Office Box 12399
Columbia, South Carolina 29211
(MCI WorldCom Network Service, Inc.
MCI WorldCom Communications and

MCImetro Access Transmission Services, Inc.)
(U. S.Mail and Electronic Mail)

John F. Beach, Esquire
John J. Pringle, Jr., Esquire
Ellis Lawhorne 8c Sims, P.A.
Post Office Box 2285
Columbia, South Carolina 29202
(Resort Hospitality Services, Inc. , NuVox
Communications, Inc. , AIN and Momentum Business
Solutions, Inc.)
(U. S. Mail and Electronic Mail)

Marsha A. Ward, Esquire
Kennard Woods, Esquire
MCI WorldCom, Inc.
Law and Public Policy
6 Concourse Parkway, Suite 3200
Atlanta, Georgia 30328
(MCI)
(U. S.Mail and Electronic Mail)

Frank R. Ellerbe, Esquire
Bonnie D. Shealy, Esquire
Robinson, McFadden Ec Moore, P.C.
1901 Main Street, Suite 1200
Post Office Box 944
Columbia, South Carolina 29202
(NewSouth Communications Corp. , SCCTA and SECCA
and KMC Telecom III, Inc.)
(U. S.Mail and Electronic Mail)

Genevieve Morelli
Andrew M. Klein

Kelley, Drye 8c Warren, LLP
1200 19 Street, N.W.
Washington, D.C. 20036
(KMC Telecom III, Inc.)
(U. S.Mail and Electronic Mail)



John D. McLaughlin, Jr.
Director, State Government Affairs
KMC Telecom, Inc.
1755 North Brown Road
Lawrenceville, GA 30043
(KMC Telecom)
(U. S. Mail and Electronic Mail)

Edward Phillips

Attorney
141111Capital Blvd.
Wake Forest, NC 27587-5900
(Sprint/United Telephone)
(U. S. Mail and Electronic Mail)

Scott A. Elliott, Esquire
Elliott & Elliott
721 Olive Street
Columbia, South Carolina 29205
(Sprint/United Telephone)
(U. S.Mail and Electronic Mail)

Marty Bocock, Esquire
Director of Regulatory Affairs
1122 Lady Street, Suite 1050
Columbia, South Carolina 29201
(Sprint/United Telephone Company)

(U. S. Mail and Electronic Mail)

Faye A. Flowers, Esquire
Parker Poe Adams & Bernstein LLP
1201 Main Street, Suite 1450
Columbia, South Carolina 29202
(US LEC)
{U.S. Mail and Electronic Mail)

Andrew O. Isar
Director —State Affairs
7901 Skansie Avenue, Suite 240
Gig Harbor, WA 98335
(ASCENT)
{U.S. Mail and Electronic Mail)



Nanette Edwards, Esquire
ITC~DeltaCom Communications, Inc.
4092 S. Memorial Parkway

Huntsville, Alabama 25802
(U. S. Mail and Electronic Mail)

Timothy Barber, Esquire
Womble, Carlyle, Sandridge Bc Rice
3300 One First Union Center
301 South College
Suite 3300
Charlotte, North Carolina 20202

(ATILT)

(U. S.Mail and Electronic Mail)

Tami Azorsky, Esquire
McKenna A Cuneo, LLP
1900 K Street, N.W.
Washington, DC 20006
(ATILT)
(U. S.Mail and Electronic Mail)

William Prescott, Esquire
1200 Peachtree Street, N.E.
Suite 8100
Atlanta, Georgia 30309

(ATILT)

(U. S.Mail and Electronic Mail)

John A. Doyle, Jr., Esquire
Parker, Poe, Adams 4 Bernstein, L.L.P.
150 Fayetteville Street Mall, Suite 1400
Raleigh, North Carolina 27602
(US LEC of South Carolina)

(U. S.Mail and Electronic Mail)

N a . Lane
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